Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Message Text 



LIMITED OFFICIAL USE 

PAGE 01 TOKYO 07434 060905Z 

44 

ACTION AEC- 11 

INFO OCT-01 EA-07 ISO-00 SCI-01 AECE-00 EB-05 CIAE-00 

INR-10 NSAE-00 RSC-01 DRC-01 L-03 FEA-01 OMB-01 

TRSE-00 /042W 

044932 

R 060824Z JUN 74 
FM AMEMBASSY TOKYO 
TO SECSTATE WASHDC 2412 
INFO AMEMBASSY SEOUL 
USDOC WASHDC 



LIMITED OFFCIAL USE TOKYO 7434 
DEPT PASS AEC EOR FRIEDMAN 
EE.O. 11652: N/A 

TAGS: EPRO EEIN ENRG BEXP KS 

SUBJECT: FUEL ENRICHMENT NUCLEAR UNITS THREE AND FOUR 
REF: SEOUL 3535 

1 . FURTHER TO REFTEL AEC SCIREP WOULD LIKE MAKE SEVERAL ADDITIONAL 
OBSERVATIONS. DECISION TO PURCHASE CANDU REACTORS EOR UNITS THREE 
AND EOUR WAS APPARENTLY POLITICAL DECISION BASED STRICTLY ON 
FAVORABLE FINANCING PACKAGE. KECO AND OTHER INVOLVED GOVERNMENT 
OFEICIALS SEEMED AT MOST TO BE LUKEWARM ABOUT DECISION BUT UNABLE 
OPPOSE IT DUE TITS POLITICAL ORIGIN. HOWEVER, THERE ARE NOW STRONG 
INDICATIONS THAT FAVORABLE EIANCING PACKAGE NOT REALLY AVAILABLE 
AND THOSE NOT IN EAVOR OF PLAN MAY BE ATTEMPTING USE THIS AS OP- 
PORTUNITY TO OBTAIN RECONSIDERATION OE DECISION. 

2. US HAS HEAVY STAKE IN SUCCESSFUL COMPLETION AND OPERATION OF 
NUCLEAR UNITS ONE AND TWO AS WELL AS EIVE AND SIX IE THEY ARE PUR- 
CHASED EROM US SUPPLIER. KOREAN MANGEMENT AND TECHNICAL CAPABILITY 
TO ACCOMPLISH THIS TASK IS MARGINAL AT BEST. INTRODUCTION OE NEED 

TO MASTER ANOTHER AND DIEFERENT TECHNOLOGY, AS REPRESENTED BY CANDU 
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FACTORILY ON UNITS BEING SUPPLIED BY US FIRMS. THEREFORE, EVEN 
LEAVING ECONOMIC CONSIERATIONS ASIDE, PURCHASE OF CANDU 
REACTORS AT THIS TIME DOES NOT APPEAR TO BE IN US INTEREST. WHILE 
IT PROBABLY NOT APPROPRIATE FOR US GOVERNMENT OFEICIALS TO TAKE 
INITIATIVE IN ATTEMPTING REVERSE DECISION, IT DOES NOT SEEM INAP- 
PROPRIATE, AND IN FACT WOULD APPEAR HIGHLY DESIRABLE, TO ATTEMPT 
TO RESPOND FAVORABLY TO KOREAN INQUIRIES ABOUT AVAILABILITY OF EN- 
RICHING SERVICES IF THEY CHANGE THEIR PLANS. 

3. WHILE SCIREP FULLY APPRECIATES THE DIFEICULTY, IF NOT IMPOSSI- 
BILITY, OF MODIFYING OR MAKING EXCEPTION TO PRESENT ENRICHING SER- 
VICES SUPPLY POLICY REQUIRING CONTRACT SIGNATURE BY JUNE 30, 1974, 

OR EIGHT YEARS IN ADVANCE OF INITIAL DELIVERY AND ADVANCE PAYMENT, 
IMPORTANCE OF THIS CASE COUPLED WITH ITS PROBABLE UNIQUENESS WAR- 
RANTS SERIOUS ATTEMPT TO EIND WAY TO ACCOMMODATE KOREAN REQUEST 
WITHOUT TREATING OTHER EXISTING AND FUTURE CUSTOMERS UNFAIRLY. 
ONE POSSIBLILITY, IF AEC HAS SUFFICIENT ENRICHING CAPACITY, MIGHT 
BE TO OFFER TO SIGN CONTRACT WITH LESS THAN EIGHT- YEAR LEAD TIME 
BUT REQUIRE INTEREST ON ADVANCE PAYMENT EROM JUNE 30, 1974, TO 
DATE IT ACTUALLY PAID AND THAT SUBSEQUENT ADVANCE PAYMENTS BE 
MADE ONE AND TWO YEARS RESPECTIVELY EROM JUNE 30, 1974. ANOTHER 
POSSIBILITY MIGHT BE TO USE SPOT SALE CONTRACT TO COVER INITIAL 
REQUIREMENTS AND CONTRACT SEPARTELY FOR LONG-TERM REQUIRMENTS. 
STILL ANOTHER POSSIBILITY THAT COULD BE CONSIDERED WOULD BE TO 
REASSIGN CONTRACTS FOR UNITS FIVE AND SIX (ASSUMING THEY ARE 
SIGNED BY JUNE 30) TO UNITS THREE AND FOUR WITH APPROPRIATE 
CHANGES IN DATES FOR INITIAL DELIVERY AND LET KECO WORK OUT OTHER 
ARRANGEMENTS FOR FIVE AND SIX SINCE TIMING NOT AS CRITICAL EOR 
THOSE UNITS. SHOESMITH 
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